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INCOME FLUCTUATION OF A SELECTED GROUP OF 

PERSONAL RETURNS 

By Edward White, Bureau of Internal Revenue 



From time to time statements appear in the press purporting to show 
the number of millionaires in the United States. The figures used are 
generally credited to tables appearing in Statistics of Income, compiled 
annually from the returns of net income filed with the United States 
Bureau of Internal Revenue. 

There are, in fact, no tables published in Statistics of Income showing 
the wealth of individuals, nor the number falling in the category of the 
millionaire class, according to capital possessions. What the tables 
actually show, among other data, is the number of persons filing income 
tax returns, segregated by income classes according to the size of net 
income reported. It would appear, therefore, that such statements as to 
the number of millionaires in the United States, claiming the Reports 
of the Commissioner of Internal Revenue as the source of information, 
are based on theoretical capitalizations of the income reported in the 
returns. Thus, all persons reporting net income in excess of $50,000 
are classed as millionaires, if the extension is made on the basis of a 5 
per cent return on capital. Such deduction is predicated on the as- 
sumption that all incomes are derived from invested funds. 

It is surprising that results obtained by such reasoning should be 
accepted seriously, or should be repeated by a thoughtful person. Not 
only do the returns report normal incomes from investments and per- 
sonal service, but they likewise contain the spectacular incomes from 
fortunate business and speculative ventures; large fees and commissions; 
unusual distribution of corporate earnings; profits arising from dis- 
covery and sale of natural resources; proceeds from sales of inventions, 
etc. And conversely, although individual incomes in one or more 
years may be very large, influenced by the above conditions, in suc- 
ceeding years, due to adverse circumstances, they may fall in like pro- 
portion or even be wiped out entirely. 

The accompanying tables are taken from the Report of the Commis- 
sioner of Internal Revenue, issued under the title, Statistics of Income, 
compiled from the returns for 1919. 

Table A shows the total number of personal returns of net income 
filed for the years 1914-19 inclusive, segregated by income classes. 

It would be interesting if we could see beneath the figures the 



68 



American Statistical Association 



[68 



changes in fortune of each of the individuals from year to year — how 
many remain constant in a given income class, how many rise from the 
lowest even to among the highest, and how many drop from the very 
high classes to insignificance. The casual reader may jump to the con- 
clusion that returns, certainly in the higher income classes, are filed by 
the same people from year to year, with the exception that in some 
years there are a few more and some years a few less. How erroneous 
this conception is, is clearly shown by the fact that of the 1,240 in- 

TABLE A 
NUMBER OF PERSONAL RETURNS, CALENDAR YEARS 1914-19, BY INCOME CLASSES 



Income class 


1914 


1915 


1916 


1917 


1918 


1919 


$1,000 to $2,000 

2,000 " 3,000 

3,000 " 4,000 

4,000 " 5,000 

5,000 " 10,000 

10,000 " 15,000 

15,000 " 20,000 

20,000 " 25,000 

25,000 " 30,000 

30,000 " 40,000 

40,000 " 50,000 

50,000 " 100,000 

100,000 " 150,000 

150,000 " 200,000 

200,000 " 250,000 

250,000 " 300,000 

300,000 " 400,000 

400,000 " 500,000 

500,000 "1,000,000 

1,000,000 and over 


82,754 

66,525 

127,448 

34,141 

15,790 

8,672 

5,483 

6,008 

3,185 

5,161 

1,189 

406 

233 

130 

147 

69 

114 

60 


69,045 

58,949 

120,402 

34,102 

16,475 

9,707 

6,196 

7,005 

4,100 

6,847 

1,793 

724 

386 

216 

254 

122 

209 

120 


85,122 

72,027 

150,553 

45,309 

22,618 

12,953 

8,055 

10,068 

5,611 

10,452 

2,900 

1,284 

726 

427 

469 

245 

376 

206 


1,640,758 

838,707 

374,958 

185,805 

270,666 

65,800 

29,896 

16,806 

10,571 

12,733 

7,087 

12,439 

3,302 

1,302 

703 

342 

380 

179 

315 

141 


1,516,938 

1,496,878 

610,095 

322,241 

319,356 

69,992 

30,227 

16,350 

10,206 

11,887 

6,449 

9,996 

2,358 

866 

401 

247 

260 

122 

178 

67 


1,924,872 

1,569,741 

742,334 

438,154 

438,851 

97,852 

42,028 

22,605 

13,769 

15,410 

8,298 

13,320 

2,983 

1,092 

522 

250 

285 

140 

189 

65 






Total 


357,515 


336,652 


429,401 
7,6351 


3,472,890 


4,425,114 


5,332,760 


Married women making sep- 
arate returns from hus- 








Total number of returns 
filed 


357,515 


336,652 


437,036 


3,472,890 


4,425,114 


5,332,760 







1 In 1916 the net incomes on returns filed separately by husbandand wife are combined and the 
total appears as one return. In all other years the returns of married women, filed separately, are 
included in their individual income classes independently of the husband's return. 



dividuals that reported net incomes of $300,000 and over in one or 
more of the years 1914-1919 inclusive, only 137 or 11 per cent reported 
that amount in all of the years. 

The extent to which a group of returns falling in specific income 
classes in one year may be spread throughout the range of income 
classes in succeeding years, is illustrated in the following tables, which 
show the income class dispersion of a given group of individuals from 
year to year, as well as the changes in the nature of the income reported. 

During the period 1914-19 inclusive there were 1,636 persons who 
in one or more of those years reported net incomes of $300,000 and over. 
Of this group there were 1,240 whose returns for each of the years were 
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available. The returns of the remaining 396 persons either were not 
available or could not be included in the tabulation for the following rea- 
sons: some were for estates which terminated during this period; others 
were not comparable for the entire period, as in some years the returns 
contained the incomes of several members of the same family while in 
other years separate returns were filed for each member; and still others 
were not procurable for one or more of the years owing to the fact that 
their incomes were under the minimum required by the law to be re- 
ported. 

The term "person" or "individual" as used herein should be under- 
stood to signify not only returns filed by individuals, but also joint 
returns of husband and wife, or family, as well as incomes of estates or 
trusts. 

The tables cover the years of the Great War, as well as 1919. During 
this period incomes were affected more violently because of the unprec- 
edented economic upheaval than is general in normal times. How- 
ever, some of the incomes that show the greatest variation were the 
result of causes other than conditions superinduced by the war. 

It has been said that incomes in the United States fluctuate more 
widely from year to year than in any other country in the world. Cer- 
tainly the tables give some spectacular evidences of Fortune's favor. 
Among the many remarkable cases of income expansion is the group of 
23 persons, each of whom for the year 1914 reported deficit, whereas, in 

1916, 1 reported a net income exceeding one million dollars, and 9 
reported incomes between $500,000 and $1,000,000. 

In the group of 59 persons reporting in 1914 net incomes not exceed- 
ing $10,000, 5 reported in 1916 net incomes in excess of one million dol- 
lars each. Still more spectacular is the group of 104 persons who in 
1914 reported between $10,000 and $25,000; in 1916, 4 reported in aggre- 
gate over $27,000,000; 1 between $1,500,000 and $2,000,000; 2 between 
$1,000,000 and $1,500,000; and 10 between $500,000 and $1,000,000. 

Of the group of 156 persons who in 1914 had incomes between $25,000 
and $50,000, 1 in 1917 reported between $2,000,000 and $3,000,000; 3 
between $1,500,000 and $2,000,000; 3 between $1,000,000 and $1,500,- 
000, and 10 between $500,000 and $1,000,000. Of the 219 persons who 
in 1914 reported between $50,000 and $100,000, 1 in each of the years 
1915, 1916, and 1917 reported over $2,000,000; 2 in 1915, 1 in 1916, 2 in 

1917, and 1 in 1918 reported between $1,500,000 and $2,000,000; and 
reporting between $1,000,000 and $1,500,000 were 4 in 1915, 6 in 1916, 
1 in 1917, 1 in 1918, and 3 in 1919. 

Of the 150 persons reporting in 1914 incomes between $100,000 
and $150,000, 2 reported in 1916 incomes between $2,000,000 and 
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$3,000,000; 2 between $1,500,000 and $2,000,000; and 8 between 
$1,000,000 and $1,500,000. 

Each income class group presents similar cases of extraordinary 
income expansion. In the group of 57 individuals who reported be- 
tween $250,000 and $300,000 in 1914, 1 reported between $2,000,000 
and $3,000,000 in 1915; and 1, over $9,000,000 in 1916. 

Of the 98 persons with net incomes in 1914 between $300,000 and 
$400,000, 3 reported in aggregate over $39,000,000 in 1915; 3 between 
$1,500,000 and $2,000,000; 2 between $1,000,000 and $1,500,000; and 
14 between $500,000 and $1,000,000. In 1916, of this same group 
5 reported in aggregate over $24,000,000; 2 between $2,000,000 
and $3,000,000; 6 between $1,500,000 and $2,000,000; 2 between 
$1,000,000 and $1,500,000; and 24 between $500,000 and $1,000,000. 

The foregoing are perhaps the most unusual cases of sudden acquisi- 
tion of large incomes. In each of the income classes there is a general 
rearrangement or curve extending through the higher classes, reaching 
the apex in 1916 and falling backward through 1917, 1918, and 1919. 
This is illustrated in Table B, which shows the aggregate net income 
reported for the series of years by groups of individuals, segregated by 
income classes on the basis of the net income reported for the calendar 
year 1914. 

The correlation of the rise and fall of incomes in the different classes 
with the variation in the amounts reported according to sources of 
income is exhibited in Table 2, which shows the aggregate net income as 
well as the amounts reported by sources of income; also the miscellane- 
ous deductions and income tax assessed by groups of returns for each of 
the years. 

In Table 3, under like headings, is shown by percentages the ratio for 
each year to the amounts reported for 1914. 

As viewed either by aggregates or relatively as to 1914, the income of 
the group of persons who in 1914 reported less than $100,000 shows the 
most remarkable expansion. As expressed by percentages the growth 
of net income of this class during the years covered herein shows the 
ratio to the amount reported in 1914 as 439 per cent in 1915; 886 per 
cent in 1916; 811 per cent in 1917; 586 per cent in 1918; and 632 per 
cent in 1919. None of the other income class groups shows even a close 
approximation to these figures. 

The largest growth in any of the other income classes was in the group 
reporting between $100,000 and $300,000 in 1914, whose ratio in 1916 to 
1914 was 276 per cent, whereas the lowest percentages of increase in net 
income for the various years over 1914 were recorded by the group of 
persons whose net incomes in 1914 were $1,000,000 and over. In 1915 
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the ratio to 1914 was 107 per cent; in 1916, 129 per cent; in 1917, 118 
per cent; in 1918, 76 per cent; and in 1919, 78 per cent. 

Both in actual amount and in relative growth the persons in the low- 
est income group in 1914 likewise outranked any of the other income 
classes in the amounts reported in the succeeding years as having been 
derived from salaries and business ventures. This same group also 
shows a relatively larger yearly growth in income from investments as 
compared with 1914 than any of the others. 

The remarkable rise in fortune of this group of individuals, as com- 
pared with the narrower fluctuation of incomes of the persons in the 
higher income classes, is indicative of the spirit of adventure, the seizing 
of opportunities, and the taking of chances by the average person, as 
against the conservative tendency of persons with larger incomes. As 
evidence of this the group in question reported incomes from business 
ventures and profits from sales of real estate, stocks, etc., in the follow- 
ing ratio as compared with 1914, 504 per cent in 1915; 874 per cent in 
1916; 555 per cent in 1917; 527 per cent in 1918; and 669 per cent in 
1919. The other income classes showed a markedly less relative in- 
crease of income from this source. 

Table 4 shows by percentages the changes from year to year in the 
proportion of the aggregate net income and income by sources, 
as reported by the same individuals grouped according to size 
of net income for 1914. In this table the variation in the proportion 
reported by each group to the aggregate for each year again indicates 
the great expansion in income of the group of individuals who com- 
posed the "under $100,000" class in 1914. In that year the propor- 
tion reported by this group of persons was 6.75 per cent of the aggregate 
net income, increasing from year to year until in 1919 their income rep- 
resented 31 per cent of the total reported by the four groups. 

When the above increase for 1919 over 1914 is considered in connec- 
tion with the increase in the aggregate net income of 38 per cent for the 
same years, the quantitative expansion becomes still more significant. 

The persons in the next higher income group maintained a more con- 
sistent proportion during the several years, although in this case also 
the ratio to the aggregate for 1919 was somewhat larger than in 1914. 
The two highest income groups materially decreased in the proportion 
of the total income reported, the persons having between $300,000 and 
$1,000,000 in 1914 reporting 34.36 per cent of the total income for that 
year, whereas in 1919 the proportion had fallen to 22.95 per cent. 

The group whose incomes in 1914 were $1,000,000 and over reported 
in that year 38.03 per cent of the total, whereas in 1919 the proportion 
had fallen to 21.60 per cent. 
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Table 5 shows the 1,240 returns segregated by income classes for each 
of the years 1914-1919, and the redistribution of the number reporting 
from year to year in the various income class steps. It does not, how- 
ever, show the diffusion of the returns of any one income class in any 
one year throughout the income class scale in other years. This is 
shown in Tables C to F. 

table c 

DISPERSION OF THE GROUP OF PERSONS WHOSE INCOMES IN 1914 WERE NOT IN 

EXCESS OF $100,000 THROUGHOUT THE RANGE OF INCOME CLASSES IN THE 
SEVERAL YEARS 



Income class 


1914 


1915 


1916 


1917 


1918 


1919 


Under $100,000 


561 


322 

161 

63 

15 


122 
240 
172 

27 


87 
201 
255 

18 


150 

225 

183 

3 


159 


$100,000-300,000 


189 


300,000-1,000,000 


205 


1,000,000 and over 


8 




561 


561 


561 


561 


561 


561 



TABLE D 

DISTRIBUTION BY INCOME CLASSES AND BY YEARS OF THE GROUP WHOSE NET 

INCOMES FOR 1914 WERE BETWEEN $100,000 AND $300,000 



Income class 


1914 


1915 


1916 


1917 


1918 


1919 


Under $100,000 


388 


31 
243 
104 

10 


11 
139 
209 

29 


16 

98 

261 

13 


46 
140 
191 

11 


63 


$100,000-300,000 

300,000-1,000,000 


175 
143 


1,000,000 and over 


7 




388 


388 


388 


388 


388 


388 



TABLE E 

DISTRIBUTION BY INCOME CLASSES AND BY YEARS OF THE GROUP WHOSE NET 

INCOMES FOR 1914 WERE BETWEEN $300,000 AND $1,000,000 



Income class 


1914 


1915 


1916 


1917 


1918 


1919 


Under $100,000 


234 


!22 

187 

25 


is 

168 
51 


"27 

174 

33 


20 

52 

144 

18 


34 


$100,000-300,000 


67 


300,000-1,000,000 


115 


1,000,000 and over 


18 




234 


234 


234 


234 


234 


234 



TABLE F 

DISTRIBUTION BY INCOME CLASSES AND BY YEARS OF THE GROUP WHOSE NET 

INCOMES FOR 1914 WERE $1,000,000 AND OVER 



Income class 


1914 


1915 


1916 


1917 


1918 


1919 


Under $1,000,000 


'57 


"4 
53 


1 

2 

3 

51 


2 

1 

10 

44 


7 

5 

13 

32 


8 


$100,000-300,000 


6 


300,000-1,000,000 


20 


1,000,000 and over 


23 




57 


57 


57 


57 


57 


57 
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The discussion in the preceding text deals with the incomes before 
deducting the federal income taxes paid to the government. The 
enormous increase both in the amount of such taxes and in the per- 
centage of tax to net income during the period 1914-1919 can be vis- 
ualized from the following table, which shows in comparative form the 
amounts paid for the first and the last years of the series. 

The taxes paid by the 561 individuals whose net incomes in 1914 
were under $100,000 were in that year approximately $340,000, or 1.51 
per cent of their total net incomes. In 1919 these same individuals paid 
the government $74,361,465, or 52.14 per cent of their net incomes for 
that year. A more or less similar increase in the amount of taxes is 
shown for each of the other groups in Table G. 

TABLE G 
COMPARATIVE TABLE OF INCOME TAX PAID FOR 1914 AND 1919 



Income class 


Year 


Number of 
returns 


Income tax 


Per cent of tax 
to net income 


Under 
$100,000 


1914 
1919 


561 


$339,784 
74,361,465 


1.51 
52.14 


$100,000 
to 
300,000 


1914 
1919 


388 


$2,128,816 
59,890,630 


3.05 
53.16 


$300,000 
to 
1,000,000 


1914 
1919 


234 


$5,018,472 
59,790,899 


4.37 
56.60 


$1,000,000 
and 

over 


1914 
1919 


57 


$7,346,825 
61,975,472 


5.79 
62.33 


Assembled 


1914 
1919 


1,240 


$14,833,897 
256,018,466 


4.44 
55.61 



The amount of tax that was taken by the government for each 
of the years 1914-1919 and its proportion of the net income of these 
individuals are shown in detail in Table 2. 

A realignment of these 1,240 individuals by income classes on the 
basis of the net income reported by each for 1919 and showing under 
this distribution the net incomes reported by the same persons in each 
year is shown in Table H (p. 71). 

As compared with the distribution shown in Table 1, previously re- 
ferred to, the number of individuals reporting under $100,000 decreased 
from 561 in 1914 to 264 in 1919; in contrast to which the returns of 
individuals reporting between $100,000 and $300,000, and between 
$300,000 and a million dollars, increased respectively from 388 to 437 in 
the first class and 234 to 483 in the second. Those reporting a million 
and over were 57 in 1914 and 56 in 1919. 
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The comparison of the two tables also shows the fluctuation of the 
net income from year to year on the basis of the realignment by income 
classes for 1919, and illustrates in striking contrast the increase in the 
net incomes reported for the last year over the first year of the series by 
persons in the lower classes in 1914, as against the decrease during the 
same years in the net incomes of persons reporting in the lower classes 
in 1919; and, contrariwise, the decrease in the net income reported for 
the two marginal years by the persons in the higher income classes in 
1914 as against the increase in the net income reported for these years 
by the persons in the higher income classes in 1919. 

The net income of the 561 people who in 1914 reported under 
$100,000 increased from $22,551,000 in 1914 to $142,629,000 in 1919; 
the net income reported by 264 people reporting in this same class in 
1919 decreased from $47,000,000 in 1914 to $6,237,000 in 1919. 

Of the group reporting between $100,000 and $300,000, the incomes 
of the 388 persons reporting in 1914 increased from $69,641,000 in 1914 
to $112,656,000 in 1919, whereas the incomes of the 437 persons who in 
1919 reported in this class amounted to $80,165,000 in 1914 and 
$82,867,000 in 1919. 

In the class reporting between $300,000 and $1,000,000, the incomes 
of the 234 persons reporting in 1914 fell from $114,736,000 in 1914 to 
$105,644,000 in 1919, whereas the 483 persons reporting in this class in 
1919 showed an increase in income from $127,458,000 in 1914 to 
$229,600,000 in 1919. 

As in the preceding class, the incomes of those reporting a million 
dollars and over showed a decrease for the 57 persons who reported 
incomes in this class in 1914 from $126,943,000 in that year to 
$99,429,000 in 1919, and an increase in the incomes of the 56 persons 
who reported in this class in 1919 from $79,162,000 in 1914 to 
$141,653,000 in 1919. 

In the study of the fluctuation of incomes it should be observed that 
the comparability of the net incomes reported for the various years in 
the returns for federal income tax purposes is affected by the changes in 
the provisions of the several income tax laws under which the returns 
were filed. 

The Revenue Act of 1913 prohibited the deduction of losses sustained 
in transactions entered into for profit other than in connection with the 
taxpayers' regular business. This provision, however, was to some 
extent amended in the Revenue Act of 1916, under which losses 
incurred from such transactions, although not in connection with the 
regular business of the taxpayer, were allowed to the extent of but 
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not to exceed the gains arising from such transactions. The same 
provision was contained in the Revenue Act of 1917. 

The Revenue Act of 1918, however, removed the limitation and 
provided that losses arising from transactions entered into for profit 
were to be allowed whether such transactions were in connection with 
the regular business or not. Had the provisions of the Revenue Act 
of 1918 respecting the deduction of losses been in force throughout the 
entire period, the amounts reported as net income for the years 
1914-17 inclusive would in many cases have been considerably less. 
Moreover, in 1917, 1918, and 1919 contributions (not in excess of 15 
per cent of the net income) made to corporations organized and oper- 
ated for religious, charitable, scientific, or educational purposes were 
deductible. 

Had this provision obtained in the previous years the amount of net 
income reported in such years would likewise have been less than that 
shown in the attached tables, and to the extent of such undeductible 
losses and contributions in the previous years the comparability of the 
incomes shown in the tables, and especially of the incomes of the per- 
sons in the higher classes, is affected. 



